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THEORY OF COLLECTIVE BARGAINING- 
DISCUSSION 

A. C. Miller : I find myself in such substantial agree- 
ment with Professor Clark's leading proposition that I 
can hardly hope to perform the best office of the critic in 
opening this discussion. I begin by remarking that Pro- 
fessor Clark's paper is a welcome evidence of the changed 
attitude of the economists on the important question of 
trades unionism. From one of doubt or denial that atti- 
tude has, in the course of less than a generation, become 
one of tolerance or approval. Few economists of the 
present day would question the economic legitimacy of 
trades union action, if directed toward the proper ends 
and restricted within the proper limits, as a mode of 
adjusting the terms of the wage contract or of settling 
other conditions affecting the employment of labor. The 
legitimacy of trades unionism is derived from the necessity 
of collective bargaining, under a system of competitive 
distribution, if labor is to receive its due portion. Indeed, 
so fully has the more careful study of the workings of 
actual competition, made in our day, attested this con- 
clusion that the principle of collective bargaining may 
virtually be regarded as an implicate of the system of 
competitive industrialism. Competitive industrialism has 
given us trades unionism in much the same way, and for 
much the same reasons, as it has given us cooperative 
capitalism, or the trusts. The same sort of economic 
necessity which has brought organization at the top, for 
capital, has also forced it at the bottom, for labor. Col- 
lective bargaining is, after all, little other than the appli- 
cation or extension of the competitive business principle 
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to the market for the sale of labor. It should not be 
overlooked that the condemnation of the trades union 
(the means for giving effect to the principle of collective 
bargaining) involves indictment of the competitive indus- 
trial system ; for it is a correlate of that system. 

The conclusions here stated, it is pertinent to remark, 
do not depend for their validity upon the acceptance of 
any particular or peculiar theory of wages. Under any 
theory of wages which could hope to find adherents 
amongst present-day economists, these interpretations 
would be true, if true at all. Under such a simple formu- 
lation of the demand and supply theory of wages as 
Cobden's — "wages are high when two bosses are running 
after one man and low when two men are running after 
one boss" — or under the highly refined productivity theory 
of Professor Clark, an analysis of the current business 
and industrial process, which did not blink the facts, 
would have to recognize that competition, of itself, does 
not equate pay and work with such nicety and precision 
that the intervention of such an agency as collective bar- 
gaining could be regarded as superfluous or obstructive. 
Such intervention when proceeding on the right line is to 
be viewed as the fulfilment rather than as the negation 
or arrest of the competitive process. 

The time is happily passing when it was the fashion to 
speak of economic laws as though they were principles ot 
mechanics. Human beings are not mere mechanisms, 
on their volitional side, at least, and the economics of 
the competitive system must be more than a mere mechan- 
ics of industrial liberty. The acceptance of the princi- 
ple of collective bargaining implies all this. We dare not 
trust the laborer's destiny to the unaided workings of 
competitive laws. In a business age and under a business 
system where industry is undertaken by business men for 
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business ends, and where business strategy is an integral 
part of the general process, it must be said that, whatever 
else wages depend on, they also depend on bargaining. 
Economic laws alone — that is to say, competition' — do not 
settle the matter. Still less do they act with electrical ex- 
pedition. Competition, at best, simply sets the limits 
within which wages, or the other terms of the labor con- 
tract, will be fixed. Between the least the workmen will 
take and the most the employer will give there may be a 
pretty wide margin. We know there is a very considerable 
margin between their ideas of what the one should take 
and the other give. The adjustment of their respective 
claims to this indeterminate and fluctuating part must be 
effectuated by bargaining ; and that means, looked at from 
the side of labor, collective bargaining. 

Speaking in a company of professional economists 
much, or even all, of what has been said might seem un- 
necessary of statement. It is because I think the area for 
the operation of collective bargaining to be even wider 
than Professor Clark and the many who occupy his gene- 
ral theoretic economic standpoint would allow, that I wish 
to emphasize its validity as an economic principle, even 
under their peculiar theory of distribution. Professor 
Clark has won distinction by his brilliant championship of 
the economic theory of imputation. Now, without rais- 
ing the general question as to the tenableness of that the- 
ory, I want to point out, as bearing especially upon the 
present problem, that "imputation" is an elusive term. It 
covers a multitude of psychologic phases — emotional as 
well as mental. It cannot be taken as a mechanical pro- 
cess, definable in simple and accurate form. Those who 
use it as a convenient formula to explain the operations 
of industrial life should, therefore, use it with caution 
and discrimination. "Product imputed" means product 
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imputed by someone. That "someone" is the employer. 
It is he who assesses the workman's service ; and, unless 
we assume that employers as a class are an exception to 
the rule humanum est errare, it is at least conceivable and, 
therefore, a matter of theoretic moment, that the imputa- 
tion might be based upon partial or faulty grounds. If 
so, it occurs to me that collective bargaining might have 
a special function as protecting the process of imputation 
against bias, greed, deceit, or other considerations of an 
adventitious character — considerations to be estimated as 
adventitions, at any rate, when viewed from the stand- 
point of industry, even though not so estimated when 
viewed from the standpoint of business. In other words, 
collective bargaining presents itself as a mode of putting 
the employer on his good behavior, as it were ; of obliging 
him to make a more searching analysis of the full worth 
of labor to him; and thus becomes a method of more 
nearly securing to the laborer his due portion in industry. 
The portion of labor in industry is what it gets. If, 
and only if, it gets all that it is worth can it be said, in any 
proper sense, to get its due portion — to get what it is 
worth. It would be truer as regards the ordinary issues 
of practical economic life to say that labor is worth what 
it can get than that it gets what it is worth ; and the cor- 
ollary of this proposition is for labor to get all that it pro- 
perly can. This implies bargaining — bargaining with 
skill, vigor, and judgment. More than this, it means, 
specifically, collective bargaining. The individual, isolated 
workman is usually a poor bargainer. His habits of life 
do not fit him for bargaining. Besides, he usually cannot 
hold out for better terms ; he belongs to the category of 
what are called in commerce "perishable goods." Adam 
Smith appreciated this circumstance when our modern in- 
dustrial (wages) system was yet in its infancy: "In the 
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long run the workman may be as necessary to his master 
as the master is to the workman, but the necessity is not 
so immediate." That states the gist of the matter. The 
workman is ordinarily under economic disabilities which 
make him a weak bargainer. Concert of action thus be- 
comes for him an economic necessity, if his disabilities are 
to be overcome or diminished. "In union there is 
strength." 

Professor Clark has rightly drawn attention to the con- 
ditions of efficacious action on the part of labor organiza- 
tions, and he has rightly emphasized the importance of a 
wide membership, power of endurance, and reasonable 
leadership. Violence forms no part of the machinery of 
effective and legitimate trades unionism. Where the 
above-mentioned conditions of efficiency are satisfied, vio- 
lence is prima facie evidence of excessive demands, not 
warranted by the industrial situation; and, under these 
circumstances, failure is deserved. In other cases, vio- 
lence is the resort of weak organizations or unscrupulous 
leaders, and merits little attention in a theoretical survey, 
unless the language of outspoken condemnation be al- 
lowed to be appropriate within the frontiers of economic 
science. 

It ought not to be overlooked that the labor problem is 
made for us by progress. The perils which we dread in 
this connection come with our prosperity. Progress 
means change; and changing industrial conditions bring 
with them the ever-recurring need of new industrial ad- 
justments. The stagnant civilizations of eastern Europe 
and Asia do not experience the unrest that disturbs us. 
And why? Because we are, in an industrial sense, the 
most active and progressive people on earth. Industrial 
unrest is one of the penalties of progress. What, at bot- 
tom and in a large sense, has supplied the leading motive- 
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of that larger and more compact organization which has 
characterized the labor movement of this country during 
the past forty years ? The conscious desire on the part of 
labor to secure what it regards as its rightful share of the 
fruits of industrial progress. The struggle is for the ad- 
vantages of science and invention applied to industry. 
This is the fundamental issue in most of our great strikes. 
Such agencies as collective bargaining have, therefore, a 
peculiarly proper place and a peculiarly urgent function in 
a community like ours, where progress is the rule. It is 
worth noting that even an economist like Cairnes, who 
held the doctrine of the wages-fund in a specially rigid 
form and who shared the dismal view of his predecessors 
as to the general futility of trades unionism, conceded, 
nevertheless, that, in a time of rapid industrial expansion, 
trades unions might exert a considerable effect in accel- 
erating an advance of wages. The more flexible views or 
theories held by present-day economists as to the factors 
governing the rates of wages under the competitive re- 
gime, and the forward movement of our industry, which 
we confidently expect to continue for untold ages to come, 
may well conspire, therefore, to give to collective bar- 
gaining a place of foremost importance as a detail of 
economic theory. For one, I want to record my obliga- 
tion to Professor Clark for his able and brilliant discus- 
sion of the theoretical limits of collective bargaining, 
while at the same time, I must express the feeling that he 
has allowed his theory of imputation to lure him into too 
comfortable and sanguine an attitude on the question of 
the standard, normal, or reasonable rate of pay. 

G. E. Barnett: With the central proposition of Pro- 
fessor Clark's paper that a union of skilled workmen, by 
simultaneously ceasing — or threatening to cease — work, 
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can induce employers to yield an increase in wages beyond 
what would be paid in the absence of organization, no 
one, I take it, will have any quarrel. The thing has been 
done too many times to be doubtful. Even without that 
general organization of skilled artisans which Professor 
Clark considers one of the conditions of success, such 
unions have been able to establish rates of pay admittedly 
higher than would otherwise have prevailed. No one, I 
think, will disagree with the further proposition that 
under such circumstances as Professor Clark describes a 
trade union may raise wages somewhat without the use 
of violence. 

If we consider Professor Clark's theory of collective 
bargaining with reference to its value as a practical guide 
to trade unions, serious difficulties appear. Professor 
Clark seems to believe that the normal wage can be deter- 
mined at a given time with an exactness which will be of 
service in collective bargaining, for he warns trade unions, 
that if the rate of pay is very much above the existing 
marginal product of labor, an increasing amount of non- 
employment will be caused. As a matter of fact, no one 
can determine, in any particular case, what the marginal 
product of labor is with an exactness sufficient to serve as 
a guide in bargaining. The experience of all arbitrators 
is that the attempt to determine a rate of wages for one 
trade by reasoning from the wages paid for similar classes 
of labor in other trades is likely to be unsuccessful. No 
one can say, for example, that in the iron-moulding trade, 
$4.50 or $5.50 is the rate of pay which would be estab- 
lished under perfectly competitive conditions. The rea- 
son is, of course, that the conditions in each particular 
trade determine very largely the rate of pay. The mobil- 
ity of labor from trade to trade is much less in practice 
than in present-day economic theory. Again, Professor 
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Clark warns the unions that in a time of industrial de- 
pression they should take care to adjust their claim for 
wages with especial reference to the marginal product of 
labor. But what is the marginal product of labor? If 
the bakers of Minneapolis have a wage of fifteen dollars 
per week, shall they refrain from demanding sixteen dol- 
lars on the ground that fifteen dollars is the mrginal 
wage? 

As an attempt to indicate the place which collective 
bargaining fills in a system of industry based on freedom, 
Professor Clark's theory appears inadequate. He as- 
sumes, not only here, but in his other writings as well, 
that the function of a system of collective bargaining is 
purely and simply to raise wages by substituting collective 
for individual bargaining. Such a theory excludes two 
essentially characteristic features of a system of collective 
bargaining as distinguished from one of individual bar- 
gaining. 

In the first place, practically all trade unions which 
have more than an ephemeral existence seek not merely 
to establish higher wages by collective action, but also to 
maintain rules which will have the effect of raising wages 
by diminishing the severity of competition within the 
trade. There are very few unions which do not include 
some such regulation among their primary aims. The 
larger and stronger unions, having established such rules, 
are not often forced into serious conflicts over mere 
questions of wages. These rules are of two kinds, — 
monopolistic and non-monopolistic. For example, a 
trade union may limit the number of apprentices severely,, 
so that the competition of employers for workmen will, 
of itself, raise wages with only the slightest pressure from 
the union. But rules of a non-monopolistic character are 
also frequent. For example, the printers' unions main- 
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tained for many years strenuously, as one of the chief 
safeguards of their standard rate, that an employee must 
be given a fixed number of hours' work on each night 
or day he was engaged. By this rule it was made impos- 
sible for the employers to hold in their offices an exces- 
sive number of workmen. Many of the trade-union 
rules which regulate methods of remuneration, continuity 
of employment, and conditions of hiring and discharging 
have similar aims. The extent and variety of these rules is 
larger than is ordinarily supposed. By these regulations 
a trade union establishes a regime under which competi- 
tive forces work in such a way as to raise wages. The 
trade unions recognize that the cause of the large differ- 
ences in the wages of essentially the same class of work- 
men which exist in the different trades, is to be found 
primarily in conditions in the trades which restrict, or 
heighten, the competition of the employers for the work 
people. The struggles, such as Professor Clark speaks 
of, for a mere raising of wages by concerted action, are 
usually to be found in those unions where the conditions 
in the trade are such as to depress the wages of the work- 
men much below the rate of pay prevailing in other 
trades for workmen of a similar character. In such 
trades unionism does not ordinarily flourish. Strong 
unions exist in those trades in which, by a series of 
rules, competition is made of itself to bring to the individ- 
ual workmen a higher rate of pay, and the action of the 
union in increasing the standard rate is almost perfunc- 
tory and a matter of course. Professor Clark's illus- 
tration of a union of skilled and disciplined unionists 
standing out for seven months solely on a question of 
wages is one which he can hardly have drawn from life. 
The second — and more serious — objection to such a 
theory of collective bargaining is that it neglects the fact 
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that in all except the most weakly organized trades the 
collective bargain, tacitly or explicitly, covers many things 
besides wages. The labor contract involves many ele- 
ments besides wages, and the trade union aims to exert an 
influence over all the terms of the contract. Individual 
bargaining is far more effective in matters of wages than 
in any other element of the wage contract. Hours, sani- 
tation, power of discharging, — these can only be deter- 
mined in a collective bargain. Collective bargaining thus 
covers points in which individual bargaining is almost 
entirely ineffective. The primary difference between col- 
lective bargaining and individual bargaining lies rather 
in the terms covered than in the mere difference in com- 
petitive strength. A man may stand out perhaps for an 
extra dollar per week on his own merits as a workman, 
but it would be quite hopeless for him to demand for him- 
self an eight-hour day, or the cleaning of the factory. 
Even competition between employers goes a very little 
way in this direction. Here and there, to attract espe- 
cially desirable workmen, an employer may alter some 
other term of the labor contract than wages, but the cus- 
tom does not spread through a whole trade. Competition 
is most effective, except in rare cases, in terms of wages. 
The ordinary workman will not willingly forego for him- 
self as an individual a higher wage for shorter hours or 
for better sanitary conditions. But the union when it 
bargains covers these non-monetary terms of the wage- 
contract. 

The point can be illustrated in terms of Professor 
Clark's theory. Let us assume that the progressive es- 
tablishments are paying something higher than the mar- 
ginal wage and that conditions are favorable to a demand 
for a higher wage. Professor Clark assumes that at 
such a time the union would ask for an increase in wages, 
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but, in trade unions as actually conducted, this would not 
necessarily be the case. The union has a choice of sev- 
eral, perhaps many, different ways in which it will take its 
share of prosperity. Collective bargaining is thus forma- 
tive of the conditions under which industry is conducted. 
Individual bargaining is rarely so. The line of progress 
becomes in collective bargaining a matter of election. 
Shall the increased product take this form or shall it take 
that? 

A very large proportion of the conflicts between em- 
ployers and unions occur over rules of the union which 
have for their end one of the two aims noted, — either 
to establish in the trade competitive conditions which 
will give a higher rate of pay, or rules which express 
the view of the union as to the conduct of the industry 
in its relations with the employers as to the length of 
working hours, sanitation, hiring and discharging. It 
seems fair, therefore, to say that a theory of collective 
bargaining which takes into account merely the direct in- 
fluence of trade unions on the determination of wages 
is true only for poorly organized unions. 

T. S. Adams: With the practical import, the empir- 
ical implications of Professor Clark's paper. I find my- 
self for the most part in hearty sympathy. Moreover, 
I think they would be thoroughly acceptable to practically 
all modern economists and almost all labor leaders. The 
fundamental economic doctrine, however, from which his 
conclusions seem to be derived, and in terms of which they 
are expressed, appears to me far more questionable, and 
to that doctrine, the so-called "productivity theory", I 
shall confine my remarks. 

During the past fortnight I have had the opportunity 
of listening to a protracted series of negotiations between 
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the representatives of a great railroad and the representa- 
tives of four great railway brotherhoods. One of the 
most striking figures among the representatives of the 
railway was an official known as the "Supervisor of Pay". 
As I watched the subtle skill with which he resisted the 
demands of the employees, I occupied myself with an ef- 
fort to harmonize this official and his functions with the 
requirements of the productivity theory of wages. It 
was evident that as he succeeded the representatives of the 
men failed, that as his value to the company increased the 
wages of the men decreased, that as his "productivity" 
waxed the "productivity" of the men, at least to them- 
selves, waned. Any positive "productivity" which this 
official possesses involves a minus "productivity" on the 
part of other employees. His "productivity" to the com- 
pany rests upon the commercial gift of buying labor 
cheaply. His function in the railway business is a perma- 
nent and "normal" one. Why, I asked myself, cannot 
the other employees — "normally" and permanently — in- 
crease their own "productivity" by learning to sell more 
advantageously ? And, I was forced to conclude, the pro- 
ductivity theory, if it is to be logical and consistent, must 
adjust itself to the idea that a man or body of men can 
increase their "productivity" not only by developing their 
skill or their command over the technical processes of 
production, but by haggling and bargaining, by learning 
how to extract from a purchaser every cent he can afford 
to pay. The elements which go to make up the successful 
"producer", which make for "efficiency", in the complex 
industrial world of today, are too varied and numerous 
to exclude from them that element of barter or bargain 
by which so many men make their living. 

If we admit all this, then it follows immediately that 
any organization of employees capable of increasing their 
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wages by an amount in excess of the cost of maintaining 
the organization, increases the net "productivity" of its 
members to themselves and thus justifies its existence. 
This conclusion, I say, follows immediately. There is no 
reason for long discussions and an involved theoretical ap- 
paratus to answer Professor Clark's central question: 
"Are trade unions a proper part of an industrial system 
based on freedom and competition?" They are just as 
proper as foremen and pay clerks, just as "normal" as 
the division of labor, just as legitimate — and will prob- 
ably endure as long — as the wage-system itself. 

What I have been saying up to the present time rested 
upon the supposition that we are to retain and use the 
productivity theory. In my own opinion, however, it 
would be far better to abandon the theory, and particu- 
larly its nomenclature. As soon as we admit that bar- 
gaining skill constitutes a possible element in "produc- 
tivity", that moment we admit that an unscrupulous em- 
ployer who systematically preys upon the weakness and 
ignorance of his employees has "earned" or "produced" 
these illicit gains; we are driven on logically to the con- 
clusion that a man's "productivity" is measured by what 
he gets; and the productivity theory becomes a mere 
assertion of identity — whatever is, is — with a dangerous 
predisposition to degenerate into the dogma — whatever 
is, is right. 

Would it not be far better to abandon the whole theory, 
with its alluring imagery of productive "norms" forever 
floating before and forever eluding "actual wages", and 
simply admit, in the customary language of this earth, 
that a man who can drive a good bargain gets more for 
his wares or his skill than a man who cannot ; that labor- 
ers are proverbially poor bargainers ; and that to fortify 
their weakness they have devised unions, business agents, 
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secretaries, or walking delegates, to help them bargain 
effectively ? Of course, some unions employ other meth- 
ods which are questionable. But this one function gives 
to the trade union not only a legitimate, but a permanent 
and "normal" place in any industrial society based upon 
a competitive wages system. If all this is true, why 
mystify the function of the law-abiding union by explain- 
ing it in formidable terms and ambiguous formulas? 

Let me take an example from the paper under discus- 
sion. "In the period of depression following a business 
crisis", says Professor Clark, "it is the true policy of a 
general union of laborers to adjust its claim for wages 
with especial care to the marginal product of labor. 
Otherwise it may, at a critical time, increase beyond the 
amount which the conditions of the time entail the num- 
ber of men out of work." 

Now I ask what real meaning has such an injunction 
beyond that conveyed by the time-worn union maxim: 
"Don't strike for an increase of wages in a falling mar- 
ket." What guidance can the "marginal product of 
labor" offer to the labor leader who in a period of de- 
pression is anxiously seeking to discover the best policy 
for his union. He knows perfectly well that if everybody 
in the trade is to work all the time, wages must come 
down. But he knows quite as well that, wages once 
down, it will be a difficult job to get them up again ; and 
he is not unlikely to conclude that the wiser course is to 
insist upon the old wage and have his followers work 
part time. In the latter case the marginal product of 
labor is kept relatively high by deliberate limitation of the 
supply of labor. In other words, the conscious action of 
the trade union is a powerful factor in determining what 
the "marginal product of labor" shall be. Why, then, 
speak of it as an objective point, a fixed star by refer- 
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ence to which the pilot of the trade union in a stormy sea 
can always compute a true reckoning? As a matter of 
fact, it has no such fbcety. It is a mere sign, an index, a 
moving finger obediently following our old friends, "de- 
mand" and "supply". The productivity theorists insist 
upon our studying its insignificant waverings, when what 
we should be studying are the significant factors in 
obedience to which it moves. To refer the labor leader in 
times of depression to the "marginal product of labor" 
is something like mockery. 

I am perfectly well aware that economic theory is not 
devised for the sole purpose of solving the practical prob- 
lems of labor leaders. I am only calling attention to the 
fact that the productivity theory is playing a prominent 
part in emasculating economic theory of the present, in 
making it superficial and unreal. I may illustrate by 
another reference to the paper under discussion. The 
backbone of the paper consists of an analysis of a hypo- 
thetical strike in which, to use Professor Clark's words, 
"the motives that sway the parties proceed from a cool 
calculation of interests and not from that kind of class 
consciousness which means belligerent feeling and a fight 
for its own sake". This selection of premises illustrates 
perfectly the danger of the kind of theorizing which I 
deprecate. It is substantially true to say that there never 
was an important strike in which "the motives that sway 
the parties proceed from a cool calculation of interests". 
Trade unionism is built upon an instinct or feeling of 
solidarity, that can never settle down into cool calcula- 
tion. I am aware that to theorize profitably we must 
first clear the way by abstracting certain elements of the 
problem. But we must not abstract the major elements. 
It is perfectly legitimate in studying the laws of gravita- 
tion to assume that there is no air, and on this hypothesis 
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compute the rate at which bodies would fall in a vacuum. 
But such an assumption is not permissible when we are 
studying ballooning. We must have approximations, at 
least, with which to start. 

C. W. Doten : The paper by Professor Clark opens up 
the whole question of the distribution of wealth. One 
might go even farther and say that in order to discuss 
this paper adequately it would be necessary to compass 
the whole field of economics. But it is manifest that in 
a ten-minute paper many things must be taken for 
granted or allowed to go by default. I shall therefore 
confine my attention to two or three points which to my 
mind are the most significant. 

Owing to the splendid work of Professor Clark and 
others who have followed his lead, the marginal produc- 
tivity theory is now as well known and as generally ac- 
cepted as the "wage fund" theory was a generation ago. 
We are especially fortunate, therefore, in having one of 
the, shall I say, discoverers or inventors of this theory 
expound to us in, such an able and convincing manner 
the practical bearings of this theory upon one of the most 
vital and perhaps most critical of present day problems. 

At first glance Professor Clark's conclusions seem to 
be a message of hope and good cheer to the organizations 
of labor. Are they really so? He certainly recognizes 
and emphasizes their utility in securing for their mem- 
bers a larger share of the product of industry than they 
would otherwise obtain. This certainly seems to give 
greater encouragement to labor organizations than the 
conclusions of the economists of the old schools, who de- 
clared that such organizations were not only impotent but 
useless. But when carefully analyzed it appears that the 
only function of the union in this connection is the secur- 
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ing to its members at an earlier date what natural law 
would ultimately give to them, and what the older econo- 
mists assumed that they would necessarily get without 
combination. 

Professor Clark's whole argument is, it seems to me, 
a tacit, if not an explicit, acknowledgment that labor has 
been and is now being exploited. His only word of en- 
couragement, then, is that combinations of laborers, if 
strong and well organized, may diminish the amount of 
this exploitation and "procure as close a conformity of 
wages to their rising standard as the interest of laborers 
requires". What does this really mean? If I under- 
stand the matter aright, it means that what has all along 
been assumed to be a natural law of wages is merely an 
ultimate and unattainable limit. It means that laborers 
must not only earn their wages, but fight for them. 

And in order to be successful in this fight for the "im- 
putable product" of their labor, workingmen must form 
unions that are practically monopolistic. At this point 
I must take exception to Professor Clark's definition of a 
monopolistic trade union. A monopoly here, as in the 
capitalistic field, has two aspects, namely: (1) its treat- 
ment of competitors, and (2) its relations to purchasers 
of its products. It seems to me that the second is the sig- 
nificant thing. It is the real test of monopoly power. 
The first aspect is merely the method by which monopoly 
power is obtained. 

I cannot see that it matters whether competitors (here 
non-union laborers) are driven from the field by violent 
methods or subjected to benevolent assimilation, so far as 
the fact of the existence of a monopoly is concerned. Pro- 
fessor Clark says (p. 33) : "The organization of labor 
needs to become general in order to do its full work. In 
its many branches it must manage to include the bulk of 
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all labor available to do work requiring skill. There 
must not be outside of the unions any source from which 
a large force of trained workers can at once be drawn." 
I must respectfully insist that these requirements, when 
met, spell monopoly, whether arrived at by a policy of 
inclusion or exclusion. If we regard combinations in the 
industrial field which control fifty-five to sixty per cent 
of the product in any one line as monopolies, shall we not 
be obliged to acknowledge that a labor union that includes 
a large majority of all the workers in a certain trade has 
monopoly power in its dealings with employers ? 

I am inclined to think, therefore, that Professor Clark 
has applied too narrow a definition to the term monopoly, 
and that he has not proved his point that without possess- 
ing monopoly power in any degree a labor union can en- 
force its demands for higher wages. 

One further point in the paper under discussion chal- 
lenges attention. This, as it seems to me, is the crux of 
the whole matter. Must the laborers of the world always 
continue to bear the burden of progress? Such would 
seem to be the conclusion of Professor Clark, for he 
says, "a complete closing of the interval between pay and 
standard would imply a halt in progress," and again, that 
"it is for the interest of a general union of laborers to 
conserve with the utmost care the condition of progress 
itself." Must we agree with this conclusion that labor 
is the one factor of production which must be constantly 
exploited by the other factors in order that progress may 
result? This, if true, is a most serious indictment of our 
industrial system; but I cannot believe that a theory of 
distribution which leads us to such a conclusion is funda- 
mentally right. I am ready to grant that the profits of 
entrepreneurs are frequently augmented by the retention 
of a part of the product rightfully belonging to labor. So 



58 American Economic Association 

they are also by the exploitation of the ignorant and un- 
wary investors of capital, as everybody knows. I am 
willing to grant that these facts are concomitants of 
progress; I am, however, loath to believe that progress 
is absolutely dependent upon the methods of frenzied 
finance or the schemes of predatory captains of industry. 

On the other hand, I believe that it is possible for labor- 
ers, through strong organizations, to exploit the other fac- 
tors of production. Those factors are not so delicate as 
to be destroyed by the first breath of adversity, neither 
are they so mobile or fugitive that they can escape at 
once when pressure is applied. I recognize, of course, 
the fact that if the earnings of capital are forced down 
too far it will destroy the incentive to save. Doubtless 
profits may also be reduced to such a low level that em- 
ployers become discouraged, but I am not convinced that 
these limits are reached when labor has obtained the 
whole of its "imputable product". 

I am sure we are all aware that too many automobiles 
may be quite as potent a factor in checking progress as 
too large wages. 



